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A. Direct costs of other care-related services, such as recreational or religious 
activities, arts and crafts, pets, and social services which are not reimbursed separately on a fee 
for service basis; 

B. The salaries and wages of recreational therapists and aides, rehabilitation therapists 
and aides, chaplains, arts and crafts instructorsand aides, social workers and aides, and other 
care-related personnel including salaries or fees of professional performing consultation 
services in these areas which are not reimbursed separately on a fee for service basis; 

C. The costs of training including the cost of lodging and meals to meet the 
requirements of laws or rules for keeping an employee's salary, status, or position, or to 
maintain or update skills needed in performing the employee's present duties;and 

D. Telephone, television, and radio services provided in areas designated for use by 
the general resident population, such as lounges and recreation rooms and the charge of 
transferring a resident's phone from one room to another within the same nursing facility. 

SECTION 6.070 General and administrative services. Direct costs for administering the 
overall activities of the nursing facility are included in the general and administrative cost 
category. These direct costs include: 

A. Business office functions; 

B. Travel expenses other than travel expenses reported under dietary services and those 
under nursing services. 

C. All motor vehicle operating expenses; 

D. Telephone and telegraph charges; 

E. Office supplies; 

F. Insurance, except as included as a fringe benefit; 

G. Personnel recruitment costs including help wanted advertising; 

H. The salaries, wages, or fees of administrators, assistant administrators, accounting 
and clerical personnel, data processing personnel, and receptionists; 
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I. Professional fees for services such as legal, accounting, and data Processing 
services; 

J. Management fees, and the cost of management and administrative consultants; 

K.  Central, affiliated, or corporate office costs excluding the cost of depreciable 
equipment used by individual nursing facilitieswhich are included in the computation of the 
property-related payment rate and those costs specified in Section 3.040, .items A and B; 

L. Business meetings and seminars; 

M. Postage; 

N. Training including the cost of lodging and meals for management personnel and 
personnel not related to direct resident care if the training either meets t h e  requirements of 
laws, rules, or regulations to keep an employee's salary, status, or position or maintains or 
updates skills needed to perform the employee's present duties; 

0. Membership fees for associations and professional organizations which are directly 
related to resident care; 

P. Subscriptions to periodicals which are directly related to the operation of the 
nursing facility; 

Q. Security services or security personnel; 

R. Joint commission on accreditation of hospitals survey; 

S .  Advertising; 

T. Board of director's fees: 

U .  Interest on working capital debt; 

V .  Bad debts and fees paid for collection of bad debts provided that the conditions in 
subitems (1) to (4) are met: 

( 1  ) the bad debt results from nonpayment of the payment rate or part of the 
payment rate: 
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(2) the nursing facility documents that reasonable collection efforts have been 
made, the debt was uncollectible, and there is no likelihood of future recovery; 

(3) the collection fee does not exceed the amount of the bad debt; and 

(4) the debt does not result from the nursing facility's failure to comply with 
federal and state laws, state rules, and federal regulations. 

W. The portion of preopening costs capitalized as a deferred charge and amortized 
over a period of 120 consecutive months beginning with the .month in which a resident first 
resides in a newly-constructed nursing facility; 

X. The cost of meals incurred as a result of required overnight business related travel; 
and 

Y. Any costs which cannot be specifically classified to another cost category. 

SECTION 6.080 Payroll taxes, fringe benefits, and clerical training. Only the costs 
identified in items A to I are to be reported in the payroll taxes, fringe benefits, and clerical 
training cost category; 

A. The employer's share of the social security withholding tax; 

B. State and federal unemployment compensation taxes or cost:;; 

C. Group life insurance; 

D. Group healthanddental insurance; 

E. Workers' compensation insurance including self-insured plans specified in Section 
6.083; 

F. Either a pension plan or profit-sharing plan, approved by the United States Internal 
Revenue Service including IRS Section 403 (b) and 408 (k), but not both for the same 
employee; 

G. Governmental required retirement contributions; 

H. Uniform allowance; and 
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I .  Costs of training clerical personnel including the cost of meals and lodging. 

SECTION 6.083 Workers compensation self-insurance. The Department shall allow as 
workers' compensation insurance costs the costs of workers' compensation coverage obtained 
under the following conditions: 

A. A plan approved by the Commissioner of commerce as a Minnesota group or 
individual self-insuranceplan. 

B. A plan in which: 

(1) The nursing facility, directly or indirectly, purchases workers' compensation 
coverage from an authorized insurance carrier; 

(2) A related organization to the nursing facility reinsures the workers' 
compensation coverage purchased, directly or indirectly, by the nursing.facility; and 

(3) All of the conditions in item D are met; 

C. A plan in which: 

(1 )  the nursing facility, directly or indirectly, purchases workers' compensation 
coverage from an authorized insurance carrier; 

(2) the insurance premium is calculated retrospectively, including a maximum 
premium limit. and paid using the paid loss retro method; and 

(3) all of the conditions in item D are met ; 

D. Additional conditions are: 

(1) the costs of the plan are allowable under the federal medicare program; 

(2) the reserves for the plan are maintained in an account controlled and 
administered by a person which is not a related organization to the nursing facility; 

(3) the reserves for the plan cannot be used, directly or indirectly, as collateral for 
debts incurred or other obligations of the nursing facility or related organizations to the nursing 
facility; 
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(4) if the plan provides workers ’ compensation coverage for non-Minnesota nursing 
facilities, the plan’s cost methodology must be consistent among all nursing facilities covered 
by the plan, and if reasonable, is allowed notwithstanding any reimbursement laws regarding 
cost allocation to thecontrary; 

(5) central, affiliated, corporate, or nursing facility costs related to their 
administration of the plan are costs which must remain in the nursing facility’s administrative 
cost category and must not be allocated toother cost categories; 

(6) required security deposits, whether in the form of cash, investments, securities, 
assets, letters of credit, or in any other form are not allowable costs for purposes of 
establishing the facilities payment rate; and 

(7) for the rate year beginning on July 1,  1998, a group of nursing facilities related 
by common ownership that self-insures workers’ compensation may allocate its directly 
identified costs of self-insuring its Minnesota nursing facility workers among those nursing 
facilities in the group that are paid under this section or Section 22.000. The method of cost 
allocation is based on the ratio of each nursing facility’s total allowable salaries and wages to 
that of the nursing facility group’s total allowable salaries and wages, then similarly allocated 
within each nursing facility’s operated cost categories. The costs associated with the 
administration of the group’s self-insurance plan must remain classified in the nursing facility’s 
administrative cost category. A written request of the nursing facility group’s election to use 
this alternative method of allocation of self-insurance costs must have been received by the 
Department no later than May 1 ,  1998, to take effect on July 1, 1998, or such costs will 
continue to be allocated under the existing cost allocation methods. Once a nursing facility 
group elects this method of cost allocation for its workers’ compensation self-insurance costs, it 
remains in effect until such time as the group no longer self-insures these costs. 

E. Any costs allowed pursuant to items A to C are subject to the following 
requirements: 

(1) If the nursing facility is sold or otherwise ceases operations, the plan’s reserves 
must be subject to an actuarially based settle-up after 36 months from the date of sale or the 
date on which operations ceased. The facility’s medical assistance portion of the total excess 
plan reserves must be paid to the State within 30 days following the date on which excess plan 
reserves are determined. 

( 2 )  Any distribution of excess plan reserves made to or withdrawals made by the 
nursing facility or a related organization are applicable credits and must be used to reduce the 
nursing facility‘s workers’compensation costs in the reporting period in which a distribution or 
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withdrawal is received. 

(3) If reimbursement for the plan is sought under the federal Medicare program, 
and is audited pursuant to the Medicare Program, the nursing facility must provide a copy of 
Medicare's final audit report, including attachments and exhibits, to the Commissioner within 
30 days of receipt by the nursing facility or any related organization. The Department shall 
implement the audit findings associated with the plan upon receipt of Medicare's final audit 
report. The Department's authority to implement the audit findings is independent of its 
authority to conduct a field audit. 

F. The Department shall have authority to adopt emergency rules to implement this 
Section. 

SECTION 6.084. Group health, dental, or life insurance. For the rate year beginning on 
July 1 ,  1998, a group of nursing facilities related by common ownership that self-insures group 
health, dental or life insurance may allocate its directly identified costs of self-insuring its 
Minnesota nursing facility workers pursuant to Section 6.083, item D,subitem (7). The 
method of cost allocation is the same as in Section 6.083, item D, subitem (7). The costs 
associated with the administration of the group's self-insurance plan must remain classified in 
the nursing facility's administrative cost category. A written request of the nursing facility 
group's election to use this alternate method of allocation of self-insurance costs must be 
received by the Department no later than May 1,  1998, to take effect on July 1 ,  1998, or such 
costs will continue to be allocated under the existing cost allocation methods Once a nursing 
facility group elects this method of cost allocation for its group health, dental, or life insurance 
self-insurance costs, it remains in effect until such time as the group no longer self-insures 
these costs. 

SECTION 6.090 Real estate taxes and special assessments. Real estate taxes and special 
assessments for each nursing facility are to be reported in the real estate taxes and special 
assessments cost category. In addition, payments made in lieu of real estate taxes, unless such 
payments were made under a legally enforceable irrevocable written contract entered 
into prior to August 3 1, 1983, must be reported in this cost category. 

SECTION 7.000 ESTABLISHMENT OF GEOGRAPHIC GROUPS 

SECTION 7.010 Classification process. The Commissioner shall classify Minnesota nursing 
facilities according to their geographic location. 
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SECTION 7.020 Group 1. All nursing facilities in Beltrami, Big Stone, Cass, Chippewa, 
Clearwater, Cottonwood, Crow Wing, Hubbard, Jackson, Kandiyohi, Lac Qui Parle, Lake of 
the Woods, Lincoln, Lyon, Mahnomen, Meeker, Morrison, Murray, Nobles, Pipestone, 
Redwood, Renville, Rock, Swift, Todd, Yellow Medicine, and Wadena counties must be 
placed in geographic group 1. 

SECTION 7.030 Group 2. All nursing facilities in counties other than the counties listed in 
group 1 and group 3 must be placed in geographic group 2. 

SECTION 7.040 Group 3. All nursing facilities in Aitkin, Anoka, Carlton, Carver, Cook, 
Dakota,Hennepin, Itasca, Koochiching, Lake, Ramsey, St. Louis, Scott, and Washington 
counties must be placed in geographic group 3. 

SECTION 7.050 Exception. Facilities in geographic Group 1 (lowest cost) may have their 
rates calculated based on the highest of the limits within Group 2 (middle cost) or Group 1. 
This exception is granted if it is to the facility's benefit and is done automatically at the time of 
ratesetting. In the event an exception is granted, efficiency payments are based on Group 1 
limits. 

SECTION 8,000 DETERMINATION AND ALLOCATION OF FRINGE BENEFITS 
AND PAYROLL TAXES, FOOD COSTS, AND DIETICIAN c o n s u l t i n g  FEES 

SECTION 8.O 10 Fringe benefits and payroll taxes until July 1, 2001. Fringe benefits and 
payroll taxes must be allocated to case mix, other care-related costs, and other operating costs 
according to items A to E. 

A. For the rate years beginning on or after July 1, 1988, all of the nursing facility's 
fringe benefits and payroll taxes must be classified to the operating cost categories, based on 
direct identification. If direct identification cannot be used for all the nursing facility's fringe 
benefits and payroll taxes, the allocation method in items B to E must be used. 

B. Fringe benefits and payroll taxes must be allocated to case ]nix operating costs in 
the same proportion to salaries reported under the nursing service category. 

C. Fringe benefits and payroll taxes must be allocated to other care-related costs in the 
same proportion to salaries reported under the other care-related services category. 

D.  Fringe benefits and payroll taxes must be allocated to other operating costs in the 
same proportion to salaries reported under dietary, laundry and linen, housekeeping, plant 
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operation and maintenanceservices, and the general and administrative categories. 

E. For any nursing facility that cannot separately report each salary component of an 
operating cost category, the Department shall determine the fringe benefits and payroll taxes to 
be allocated under this subpart according to the following: 

(1) The Department shall sum the allowable salaries for all nursing facilities 
separately reporting allowable salaries in each cost category, by cost category and in total. 

(2 )  The Department shall determine the ratio of the total allowable salaries in each 
cost category to the total allowable salaries in all cost categories, based on the totals in subitem 
(1). 

(3) The nursing facility's total allowable fringe benefits and payroll taxes must be 
multiplied by each ratio determined in subitem (2) to determine the amount of payroll taxes and 
fringe benefits allocated to each cost category for the nursing facility under this item. 

(4) If a nursing facility's salary for any nursing, dietary, laundry, housekeeping, 
plant operation and maintenance, other care-related services and general and administrative 
operating cost Categories, is zero and the services provided to the nursing facility in that 
operating cost category are not performed by a related organization, the nursing facility must 
reclassify one dollar to a salary cost line in the operating cost category. 

For rate years beginning on or after July 1, 1989, the Department shall include a nursing 
facility's reported public employee retirement act contribution for the reporting year as 
apportioned to the care-related operating cost categories multiplied by the appropriate 
composite index. 

SECTION 8.020 Determination of food costs until July 1, 1999. The Department shall 
determine the costs of food to be included in other care-related costs according to items A and 
B. 

A.  For any nursing facility separately reporting food costs, food costs shall be the 
allowable food costs as reported under the dietary services cost category 

B.  For any nursing facility that cannot separately report the cost of food under the 
dietary services cost category, the Department shall determine the average ratio of food costs 
to total dietary costs for all nursing facilities that separately reported food costs. The nursing 
facility's total allowable dietary costs must be multiplied by the average ratio to determine the 
food costs for the nursing facility. 
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For rate years beginning on or after July 1, 1987 the Department shall adjust the rates of a 
nursing facility that meets the criteria for the special dietary needs of its residents. The 
adjustment for raw food cost shall be the difference between the nursing facility's allowable 
historical raw food cost per diem and 115 percent of the median historicad allowable raw food 
cost per diem of the corresponding geographic group. 

SECTION 8.030 Determination of dietician consulting fees until July 1, 1999. The 
Department shall determine the dietician consulting fees to be included in other care-related 
costs according to items A and B. 

A. For any nursing facility separately reporting dietician consulting fees, the dietician 
consulting fees shall be the allowable dietician consulting fees reported under the dietary 
services cost category. 

B. For any nursing facility that has notlseparately reported dietician consulting fees, 
the Department shall determine the average cost per licensed bed of allowable dietician 
consulting fees for all nursing facilities that separately reported dietician consulting fees. The 
nursing facility's total number of licensed beds must be multiplied by the average cost per bed 
to determine the dietician consulting fees for the nursing facility. 

SECTION 9.000 DETERMINATION OF THE ALLOWABLE h i s t o r i c a l  
OPERATING COST PER DIEMS 

SECTION 9.010 Review and adjustment of costs. The Department shall annually review and 
adjust the operating costs reported by the nursing facility during the reporting year preceding 
the rate year LO determine the nursing facility's actual allowable historical operating costs. 

SECTION 9.020 Standardized resident days. Each nursing facility's standardized resident 
days must be determined in accordance with items A to B. 

A. The nursing facility's resident days for the reporting year in each resident class 
must be multiplied by the weight for that resident class. 

B. The amounts determined in item A must be summed to determine the nursing 
facility's standardized resident days for the reporting year. 

SECTION 9.030 Allowable historical case mix operating cost standardized per diem. 
Until July 1. 1999, the allowable historical case mix operating cost standardized per diem must 
be computed by the standardized resident days determined in Section 9.020. 
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SECTION 9.040 Allowable historicalother carerelated operating cost per diem. Until 
July 1, 1999, the allowable historical other care-related operating cost per diem must be 
computed by dividing the allowable historical other care-related operating costs by the number 
of resident days in the nursing facility's reporting year. 

SECTION 9.050 Allowable historical other operakg cost per diem. 'Until July 1, 1999, 
the allowable historicalother operating cost per diem must be computed by dividing the 
allowable historical other operating costs by the number of resident days :in the nursing 
facility's reporting year. 

SECTION 10.000 DETERMINATION OF OPERATING COST ADJUSTMENT 
FACTORS AND LIMITS 

SECTION 10.010 Annual adjustment factors through June 30, 1999. The annual 
adjustment factors will be determined according to items A and C. 

A. The forecasted consumer price index for a nursing facility's allowable operating 
cost per diems shall be determined using Data Resources, Inc. forecast for the change in the 
nursing facility market basket between the mid point of the reporting year and the mid point of 
the rate year. For these purposes, the indices as forecasted by Data Resources, Inc. in the 
fourth quarter of the calendar year preceding the rate year will be utilized. 

B. For rate years beginning on or after July 1, 1994, the Department will index the 
prior year's operating cost limits by the percentage change in the Data resources Inc., nursing 
home marker basket between the midpoint of the current reporting year and the midpoint of the 
previous reporting year. The Department will use the indices as forecasted by Data Resources, 
lnc., in the fourth quarter of the calendar year preceding the rate year. 

C. For the nine month rate period beginning October 1, 1992, the 21-month inflation 
factor for operating costs in item B shall be increased by an annualization of seven-tenths of 
one percent rounded to the nearest tenth percent. 

SECTION 10.020 Base year limits. Until July 1, 1999, for each geographic group the base 
year operating costs limits must be determined according to items A and B. No 
redetermination of the base year operating costs limits shall be made due to audit adjustments 
or appeal settlement. For purposes of this section, a new base year is established for the rate 
year beginning July 1, 1992, and July 1, 1993. 


